








operating funds in which the U.E.F.B., reserve for future expenditures and/or
contingencies fall more than 10% outside of these parameters shall be noted in the budget
message.

Any unappropriated dollars in development funds and capital outlay funds shall be held
as a reserve for future expenditures. Debt retirement funds shall be funded to meet
requirements for the payment of interest and principal and related expenses. Any
required reserves for future payments or payment scheduled in future years shall be held
as part of the reserves for future expenditures for that debt fund.

The Contingency, Unappropriated Ending Fund Balances and Reserve for Future
Expenditures for operating funds of the City of Newport shall be calculated as follows:

Unappropriated Ending Fund Balance is calculated by muitiplying the total expenditures
of the fund without transfers by the targeted percentage in Section 3.2 of this policy.

General Operating Contingency is then calculated by multiplying the total expenditures of
the fund without transfers, less the Unappropriated Ending Fund Balance, by the targeted
percentage in Section 3.2 of this policy.

Reserve for Future Expenditures will include all remaining funds not required for
contingency or UEFB. The Reserve for Future Expenditures should fall within a range
calculated by multiplying the percentages outlined in Section 3.2 of the policy, times the
total expenditures of the fund without transfers, less contingency and UEFB. Please note:
the Reserve for Future Expenditures will be consolidated into the Ending Fund Balance.

3.2 - Fund Balances, Reserves & Contingency Levels
The funding targets of the unappropriated ending fund balances, reserves for future
expenditures and contingencies for operating funds shall be as follows:

Contingency UEFB Reserve for Future
Expenditures
General Fund 4% 10% 8% to 15%
Self-Supporting Funds (1) 10% 12% 0% to 25%
Funds Supported by Transfers (2) 10% 8% 0% to 25%

(1)  Self-Supporting Funds - Street, Water, Wastewater, Stormwater, Room Tax Fund,
& Building Inspection Fund

(2)  Funds Supported by Transfers - Public Works Fund, Parks & Recreation & Airport,
& City Facility.

4.0 - TARGETED FUND BALANCE GOALS
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4.1 - UEFB Falis Below Targeted Levels

In the event that the UEFB falls below the designated range for that type of fund, the city
administration shall develop a proposed plan to bring the UEFB back to the appropriate
range for consideration and approval by the City Council within six (6) months after this
discovery.

4.2 - UEFB Exceeds Targeted Levels

In the event that the UEFB falls above the designated range for any funds, the city
administration shall develop a plan to bring the UEFB within the targeted limits through a
one-time capital expenditure, commitment of funds to reserves, or other fiscally
responsible actions for that fiscal year. In subsequent fiscal years, the funding
requirements and or expenses for that fund should be evaluated to determine whether
revenues could be reduced, services increased, or other actions taken to address
subsequent fund balance issues.

4.3 - Balance Review

Annually, in February of each year, the Finance Director will evaluate the targeted levels
to determine their adequacy for the upcoming budget year, and will provide a report to the
City Manager for review. The City Manager will present a report to the City Council when
modifications are recommended for the targeted funding levels included within this
financial policy.
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